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TX  -  PAID  UP 


NO  SURFACE  USE 
PAID  UP  OIL  AND  GA^  LEASE 

THIS  LEASE  AGREEMENT  (this  "Lease")  is  made  as  of  the  4    Ha„  „r    C  I 
WUlta.  M  and  Henri  Ann  Hodgl,  whosTaddre  s^  16  h.  Rd  fj$£&g  76109  '  T' 

Energy  Inc.,  whose  address  is  810  Houston  Street,  For.  Worth,  TnL  m^  L^^  ' ^  md  300 

tnrougn  a  well  bore  Gas  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  Baw« 
Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  The  iJ^X^^ 
taps  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  eS  E^etS 
nLtf  7  h0F  SUpplrental  instruments  ™™My  "pessary  for  a  more  complete  ofaccurate  <k^^7^SZ 
premises.  In  the  event  Lessor  owns  any  additional  acreage  than  that  for  which  bonus  was  originally  paid  Lessee  shan  pay 
addmonal  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paid  when  this  Lease  was  acquired  For  ter>Zosl of 
determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  specified  on  ExWbit 'wTha  1  be 
deemed  correct,  whether  actually  more  or  less.  n,DU  A  snali  De 

Lease  shalfSl Tor^Trhlt  «f  ^  }"*  k^™?  "°  7°^  Subj6Ct  t0  the  0ther  Provisions  contained  herei">  this 
Lease  shall  be  for  a  term  of  three  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas 

Lew^  nr  r  anreS  ^   ^  ^  "  P3ying  qUantities  from  the  ,eased  premises  or  from  lands  pooiS 

therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.      Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 
credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity  and 
(b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five  percent  (25%) 
of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate  part  of  ad  valorem 
taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party  deductions  authorized 
below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead  market 
price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field 
then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on 
the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder.  If  at  the  end  of  the 
primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of 
producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either  shut-in  or 
production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying 
quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has  been  drilled  but  not  fraced  shall  be  deemed  capable  of 
producing  in  paying  quantities.  If  for  a  period  of  ninety  (90)  consecutive  days  such  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  seventy-five  dollars  ($75.00)  per  acre  then 
covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of 
said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided 
however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another 
well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day 
period  next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein  it  is 
expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this 
Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a  single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher  of  the 
proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances  produced  and 
saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the  higher  of  the 
market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding  anything  to  the 
contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee  to  transport,  gather,  compress 
stabilize,  process  or  treat  gas  produced  from  the  leased  premises,  or  lands  pooled  therewith  (including  fuel  charges)  in  no 
event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of 
lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or 
marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating 
oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than 
or  less  than  Lessee  in  sales  to  nonaffiliates. 

As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 


outstandiag  voting  interest-  or  (ii)  a 

either  before  or  after  the  commencement  of  production  rt£Z^J?£    T  *     SUbStanCes  covered     th*  ««se, 
prudently  develop  or  operate  the  leased  premises,  ^Zon^^^T  "  T*?"*  °r  proPer  to  do  so  *  order  to 
lands  or  mterests;  provided,  however,  that  the  ent~X"eS  *Ce«t  IT  6XiStS  W"h  reSpect  t0  such 
created  pursuant  to  the  pooling  authority  granted  herein    The  u^t  forln  t     *  ^  Sha"      included     a"?  ™it 

honzontal  completion  shall  not  exceed  eighty  (80)  a4eS  plus  a  Iximum  y  SUCh  P°oImS  for  an  °il  well  which  is  not  a 
gas  well  or  a  horizontal  completion  shall  lotexc^h^r  JZ^Z^  S'  f™"  °f  ten  perCeM  (10%)>  and  fOT  » 
percent  (10%);  provided  that  a  larger  unit  may  be  ft^T£<M?  n  t  "laXimUm  aCreage  t0'eranCe  of  ten 
any  well  spacing  or  density  pattern  that  may  be  prescXd  or  rtrmt fl     *  "  h°nZ°ntal  comPleti<">  '<>  conform  to 

do  so.  For  the  purpose  of  the  t^c^^^^^^^^  ,f -"mental  authority  having  jurisdiction  to 
law  or  the  appropriate  governmental  authority  or  if  no  definiZ,  if.  u  i  .f-? the  meanings  Preseribed  by  applicable 

oil  ratio  of  less  than  1TO.0O0  cubic  ^S^  ^^^^r^  f  ^  "  We"  Wi*  M  ^  «^ 
feet  or  more  per  barrel,  based  on  T^bo^^^^J^  ^  T  ™  lmtial  ^  ratio  of  100,000  cubic 
separator  facilities  or  equivalent  testing  eSmfn"  and 

component  of  the  gross  completion  wJ^^^^^^^1   ^  f  We"  in  which  the  Horizontal 
rights  hereunder,  within  ninety  (90)  days  of  fhZ  prXto Tl^l 1  urf   c°mpo"ent  there<>f.  In  exercising  its  pooling 
unit  and  stating  the  effective  toe  of  SXhSS  W  tT'i  *  deSCTibing 
included  in  a  well,  all  of  Lessor's  acreage  shall  be  incTuded  pTXZ  drf,  T         ^  LeSSOr'S  acreage  is 

which  includes  the  leased  premises  shall  h^tT»,  ifT  FrOduCtl0n'        /  "  reworklnS  operations  anywhere  on  a  unit 

riS  'bu,1™ ^rrhTre,  mTCeS  Sha"  "0t  eXhaUSt  L6SSee'S  P°°ling  rightS  he*  a"d  1  Z  *  retuZg 

right  but  not  the  obligation  to  rev.se  any  unit  formed  hereunder  by  expansion  or  contraction  or  both  either  befaeT  a£r 

htT,n!,  1?  n  y  8  reC°rd  3  ™"en  declafation  describing  the  unit  and  stating  the  date  of  termination  PooHni 
hereunder  shall  not  constitute  a  cross-conveyance  of  interests.  If  this  lease  now  or  hereafter  covers  seoara  eTraws  no  rZ  ™ 

ZZT?  ° ^  iMereS'  35  b6tWeen  ^  SUCh  S6parate  traCtS  is  "d  or  shSTbTS^i^SS"^ 
inclus,on  of  such  separate  tracts  within  this  Lease  but  Lessee  shall  nevertheless  have  the  right  to  pool  as  DrovMe I  aboTwhh 
consequent  allocation  of  production  as  above  provided.  As  used  in  this  paragraph,  the  wofds  "separate tmcf ~2  tTart 
wi^oyalty  ownership  differing,  now  or  hereafter,  either  as  to  parties  orlmotfs,  'from  thaf  as  Tn^^U^ 

7  Partial  Interests.  If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  oremises  thP 
royalties  and  shut-in  royalties  payable  hereunder  for  any  well  on  any  part  of  the  leased  pXses  o  TanS  pooSTherew^h 

2  ££££5sr that  Lessor's  interest  in  such  part  of  the   1  ™-  "*»  »  «*  ™  SKSE 


2 


i^^^p^^^^^JSS^ devised  or  otherwise  *-*■>- 

Pa«  of  t£s  CsS  JC  ^SS^TT^  ^^^Z^X^  » 

the  county  records.  No  chance  in  r  JL»  ?        0  Lessor  Wlthin  *ir»y  (30)  davs  after  th*  J  gn  s  an^ 

9'      Release  and  v^v^i  pueu  plane-  i  - 

or  after  cessation  of  -1^^^^,^^^^^^  «— ,  -  -^^S^ 

below  one  hundred  feet  (100')  below  either  (1)  ttedtoSS,"?^     '  Sha"  terminate  as  »      rights  v to 

pooled  therewith  or  (2)  the  stratigraphic  eq«  valent  oTthf  bS  ^hi  S  m  "?r       ^  °"  *e  leased  P™  -  on 
any  we,,  ^  on  the  ^  J        "  °^Ztt  wEv  ^r^'"8  "  «  of  producing  in 

is  then  engaged  m  operations  on  the  leased  premises  or  onTanT™  ^ever"  tne  deepest;  provided,  however,  if  Lessee 
effect  as  to  a„  depths  so  ,o„g  as  no  more  ^Z^<^^^^^  »*  -main  in  full  Vorcfa^ 

-"e  £2Z***£^  ^TZZZ^^X7  *  «*  —  ^ssee  sha„  not  enter  upon  the 
operates)  on  the  leased  premises  or  within  six  3  fcet  (ofi')  of  th  °P*M™S  (exeluding  geophysical/seismic 
leased  premises  by  pooling,  as  provided  herein,  or  by  d^tional  ot  hori^ntaM 'it  ^  Sha"  °nl*  develoP  «* 

other  lands.  Lessee  shall  make  all  reasonable  efforts™ To  use  rSdenH  ,  ^  co™"fnced  fr°m  a  SUrface  loca'ion  ™ 
developing  the  leased  premises,  any  lands  pooled  therewZr  otherwTe  "e'Shb°rhood  streets  or  thoroughfares  in 

sha-/  L  kJS'a  ^^^^^^^^  *  and  reworking  of  wells 

and  gas  industry,  the  level  and  nature  of  development  and  surfac VuZZl  eqmpment  and  «**"oIogy  i»  the  oil 

fact  Lessee's  operations  are  being  conducted  inT  1  an  uSS^SeSS  ***  "nd  <he 

equipment  in  its  operations,  Lessee  shall  take  reasonabl^,™ T  £  \ IfLessee  mhzes  ™V  non-electric-powered 
suppression  muffler  or  like  equipment,  reasonable  steps  to  muffle  the  sound  therefrom  by  installing  a  noise 

'"ante  S^^^^^0^^r  —  this  Lease,  whether  express  or  implied, 
including  environmental  regulations  setback reaul™?  T  of  any  governmental  authority  having  jurisdiction, 
of  oil,  gas  and  other  substances  Z^^Z7"TZTlZl  rT&  "*!  Pr0dUCti°n  °f  We"S'  a"d  *e  Price 
than  the  terms  of  this  Lease  this  Lease  shall  control  WhT„  h  -i^  ■  '  '  reSulatIons  or  orders  are  less  restrictive 
or  delayed  by  such  laws,  ^^^.''r^cr^  ^&3STll^?IOdU^  "  ^.^P"™*8—  «"  P^vertcd 
material,  water,  electricity,  fuel  access  or  easement t  Z  rl  7^  ^  T685*0'  perlmts'  e4uiPment,  services, 

dn  hng,  producuon  or  other  operates  are  so  prevented,  delayed  or  interrupted.  In  order  for  Lessee  to  claim  the  benefit  of 
thts  paragraph  Lessee  must  use  reasonable  efforts  to  notify  Lessor,  or  the  current  NA/HOA  leadership  ofT  force  manure 

r  mPuo  r^ssssr the  facts  associated  with  Lessee's  claim- Lessee  agrees  to  Lke  e^=: 

,h  Jim  Indemn"Y-  LeSSee  hereby  releases  and  Le^or  and  the  owner  of  the  surface  estate,  along  with 

then-  officers  employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  their  rm^hrt, 

XTo"  aXe7t!Z(t««-      ^  °tand  tr°m     a"d       ac,i<-  -rctus™c«o„  „f  S 

TJZa  Z  „ii  .  ^  'ncl««hng  environmental  harm,  for  which  recovery  of  damages  is  sought,  including,  but  not 
hunted  to  all  losses  and  expenses  which  are  caused  by  the  activities  of  Lessee,  its Officers/employees  and  aeente 

STir    '      t-       -°  °r  rT'ting  fr°m' the  °perationS  0f  °r  for  Lessee  °"  °*  ™«ier  the^Z  p^seTorTtt 
nrl?       fTT S'teK°r  th3t  ^         °Ut  °f  °r  56  occasioned  "y  Less£e's  "'"each  of  any  0??^^  or 
protons  of  th|s  Lease,  or  by  any  other  negligent  or  strictly  Uable  act  or  omission  of  Lessee.  Further  Lessee  h«ebv 
agrees  to  be  hable  for,  exonerate,  indemnify,  defend  and  hold  harmless  the  Lessor  Parties  agahTany  and  al Llait 
UabUit.es,  losses,  damages,  actions,  property  damage,  personal  injury  (including  death),  col  ami  eTpeTes m» * Zr 

fnTdf^  TtM  ^  iTf 65  I8  S0USht'  U"der  any  ,he°ry  including  tort'  c«  statute TsS  naWh^ 

eatedZn^r^  atThe^rin  \ ^  exPenses'.jncludi»g  ««»se  related  to  environmenta?  hazards  on  or  under  th 
leased  premises  or  at  the  drill  site  or  operations  site  or  in  any  way  related  to  Lessee's  failure  to  comply  with  any  and 
all  environmental  laws;  those  arising  from  or  in  any  way  related  to  Lessee's  operations  0^701^0?"'^ 
act.vit.es  u.,  on  or  under  the  leased  premises  or  at  the  dri.l  site  or  operations  site" those  arising "Zrn  ^Zl  of 


iBBj^tap^  ThereshaHbenoproWbitionorIimitatio„o„«opleasing. 
obliinsiSSl^pieaWrny  diSPUtt  ariSing  "nder  thiS  Lease  s"aH  *  in  Tarrant  County,  Texas,  where  all 

°^^Sr^^  vicing  of  the  lease  premises,  governmental  rules  or 

surface .  location,  for  well  sites  in  the  vicinity  may  £S  ZletT     *  ^  and/or  other  leas«    the  vT^ 

for  dnlling,  rew0rldng  or  other  operations.  Therefore iKflfof  rf    I  diffiCU'ty  Securin«  surf^  1  ocation si 

allowed  on  the  lease  premises  or  other  leases He  v  cinitf  if  7T  "  °ther  °perations  •»  restricted  or  no 
location  off  of  the  lease  premises  or  off  of  lands  wit w£  ch  he  I,  8  ^  SUCh  °perations  eonduct^  at  a  surface 

provided  mat  such  operations  are  associated  Z fa  Zec.Ton^  well  for at?P°°led  in  accOTda»^  with  this  le se 
operations  under  the  lease  premises  or  lands  pootd  h«  Znr^™  °f  working,  producing  or  othe 

conducted  on  the  lease  premises.  Nothing  corLne i Sl^h  -T1??  °f  leaSe  be  deemed  "Potions 
pooling  provisions  or  restrictions  contained!  this  lease,  except  ™PsslysS      ^  ^  ^  ^  ™°"s  " 

^^^^^^^  -sr  ,the  r  °- *** -  -  -  - 

or  any  port,on  of  the  acreage  then  held  hereunder  which wmM^ire^         f ,  °f  3  Perl0d  °f  tWO  (2)  years  as  to 
to  exercise  such  option  being  the  payment  to  iSfaftS  ,h?H  ?"y  aCti°n  required  by  Lessee 

parties  entitled  under  any  change  of  ownershio  according  i        ■         f     depository  bank  named  herein)  and/or  such 
Twenty  Thousand  Dollar's  ($2oVw)  pe  nf,  ^T'  considerati°"  of  the  sum  of 

extension,  in  the  acreage  so  extended,  if  this  lea™ extendJ 7*t  \     P   ?  to  SUch  payment  at  such  «™  of 

shall  designate  such  portion  by  a  recordaWe  inTtmmem  *  *  POrt'°n  *  ^  **"  Covered  Lessee 

•*£J%£&  oXS:  i^i;  ^srs  r  r  ct ued- and « » 

be  determined  to  be  invalid  by  a  court  of  cZSS^,^';^  Should  any  of  the  Provisi°ns  herein 
other  provision  herein  and  that  the  partilssM^Z^T^'At  ,  ^  **  Sha"  n0t  affect  the  e"forceability  of  any 

.0  effectuate  the  purpose  of  and  t coXm to  me  faT  eoafdTn  H  re"eg0tlate  Pr0ViSi°n  80  determined  t0  °*  invalid 
for  convenience  om^nd  sha,l  llX^ZS&^ZZ^  T  L"T 

one  or  more  counterparts,  each  of  which  shall  be  deemed  an  oriZn»7.S  7  I  u  u  ^       SC  may  be  executed  in 

LESSOR/S: 

^^^^^^^^ 


STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 


2^^^^^^^  °"  tHe  0f  >  ™*<  by  Wla-am  M  and  Henri 


IfW!  Notary  Public,  State  of  Texas 
V5^-W     Mv  Comm'ssion  Expires 
Februory  )2. 2012 


Instate  of  Texas 


Exhibit  "A" 


Block  21,  Lot  5A 

Overton  West  Addition 

CUyof Fort  Worth,  Tarrant  County,  Texas 

0.1844  acres,  more  or  less 
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